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Historical Rate Changes
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Building Blocks of the Revenue Requirement

Operating and 
Maintenance 

Expense

Assets:
Depreciation
& Return on 

Investment (ROI)

Revenue Credits 
(Other Operating 

Revenue)

City and Customer 
Community Circuit 

Breaker (CCCCB) 
(Penalty Revenue)

Other Misc. Items:
Combined Sewer 
Overflow (CSO) &

Payback Agreements

Billed Volume
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RATE CHANGES

EXPENSESREVENUES



Billed Volume Average – Revenue Expectation

• 2020 Sewer Volume down (4.12%) over 2019
• 3-Yr Avg Sewer Volume down (0.84%)

• 2020 Water volume down (7.89%) over 2019
• 3-Yr Avg Water volume down by (2.02%)
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Rate Impact Factors - Water

2020 Water Rate Study Rate Drivers % Impact

Increases:

Billed Volume 1.18%

Other Operating Revenue (permits, fees, etc.) 0.26%

Circuit Breaker Credit (penalty revenue) 0.23%

Assets – ROI and Depreciation (LMFP work) 0.18%

Decreases:

O&M – Reduction in Construction in Progress 
Personnel, Supplies, Other Services down (1.17%)

Integrated Connection Fees (0.06%)

Proposed Rate Increase 0.62%
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Rate Impact Factors - Sewer

2020 Sewer Rate Study Rate Drivers % Impact

Increases:

Assets – ROI and Depreciation ($45M Biodigester Preload,
Admin and Lab Renovation)

5.62%

O&M – Construction in Progress (DTE & Consumers)
Ash Lagoon Remediation – EGLE mandate
Biodigester Project Related
CSX Soil Contamination Study
WRRF Plant Work 1.91%

Billed Volume - 3-Yr Avg Sewer Volume down 0.39%

CSO Debt Service Requirement (GR Only) 0.38%

Decreases:

Other Operating Revenue (permits, fees, etc.) (0.13%)

Circuit Breaker Credit (penalty revenue) (0.13%)

Connection Fees and Surcharge Revenues (0.12%)

Proposed Rate Increase 7.92% 611/9/2020



Biodigester Project Update

October 2020 Updates

• Market conditions
• RINs market price rebounds to $1.42 per gallon
• All bids finalized

• Timing of project completion and generated revenue delayed 
due to COVID19. *Schedule of completion:

• Tank 2 – November 2020

• Tank 1 – January 2021

• CW Tank (Tank 3) – February 2021

• RNG – Fall 2020

• Phosphorus Recovery – Fall 2020

Phasing of rates

• RS19 phased in $30 Million for ~3.49% rate increase 
with an 8% increase estimated for CY21

• RS20 phases in $45 Million ~5% rate increase
• Retains debt coverage around 1.40x (maintains 

bond ratings)
• Rates can be mitigated by proven operation cost 

control efforts
• Projected rate savings in future years from 

Biodigestion system revenue

11/9/2020 7

What has not changed

• Renewable energy and sustainability benefits 
remain strong

• Less costly than alternatives and those 
alternatives did not produce renewable energy 
and sustainability benefits

Project Budget

Biodigester $56,806,303

RNG 14,842,449

Phosphorus 6,548,916

Consumers 1,074,840

Engineering 5,266,340

Total $84,538,848

*October 2019 Budget was $85,327,083, resulting in a ($788,235) 
budget reduction as bids finalized 



Circuit Breaker Calculation

Water/Sewer

City & Customer Community Circuit Breaker (CCCCB): 
Penalty Revenue (87.5%)*

$609,928

Individual Circuit Breaker (ICB):

Penalty Revenue (12.5%) 87,132

Other Non-op Revenue 80,000

Total ICB $167,132

Total Circuit Breaker Funds $777,060

*CCCCB funds used in 2020 Rate Study $609,928
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Prelim 2021 Rate Impact by Community
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Retail Communities: charges 
assessed directly to User based on 
water consumption (except for 
Wright Twp – REUs). Readiness to 
Serve (RTS) based on meter size 
and Commodity based on volume. 
City of GR maintains assets and 
bills users directly.

Wholesale Communities: charges 
assessed directly to Wholesale 
Community based on water 
consumption measured through a 
master meter at the point of 
service in the customer 
community. Readiness to Serve 
(RTS) based on non-integrated 
system requirements and 
Commodity based on volume. 
Customer community maintains 
assets and bills users directly.
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Prelim 2021 Quarterly Bill by Community
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Rate Study Schedule

• November 6th: Prelim Rate Study available & 30-day review and comment
period open for partner communities

• November 10th: Rate Study Presentation to City of Grand Rapids Commission
& Initiation of 20 day Public Comment Period

• November 19th: Rate Study Presentation to Utility Advisory Board

• Late November/Early December: Meetings with Partner Communities

• December 15th: Approval of the 2021 Water and Sanitary Sewer System
Rates by resolution by the City of Grand Rapids Commission

Rate studies available online at: 
https://www.grandrapidsmi.gov/Government/Departments/Water-System/Water-and-
Sewer-Rate-Studies
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